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Tax Increment Financing Districts ffiF)

This report explains what tax increment financing districts (TlFs) are and the propertytax impacts of TlFs' This paper will nol include iny'oi""ussion regarding the potentialbenefits of rlFs (such as job growth, etc.), or. wneiner growth of property value in a TIFdistrict is directly the result o1 tre establishment of the TIF or'if tire property grov'thwould have occurred anyway. Nor will this paper include discussion regarding theeffectiveness of rlFs as an economjc devefopnierliool. The purpose of this paper is tointroduce the reader to the mechanics of_llFs, to fresent statistics on TlFs in Montana,and to identify policy issues surrounding TlFs.

TIF Background

The legislature enacted the Tax Increment Financing District (TlF) statutes in 1974.The statutes allow for a municipatityto establish a TlF. A municipality is defined as anyincorporated city or town, county, or city-county consolidated ro""l gd"inment.

The purpose of a TIF is to fund infrastructure and other improvements in urban renewalareas and industrial districts. The costs of these improvements can be paid direcly withTIF revenues or, in many cases, TIF revenues can be pbogeJ t" in" plyment of bondsissued to pay the costs of the improvements.

The following are commonly asked questions regarding Tax Increment FinancingDistricts. Each question is foriowed by a short r"rpon""".
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an appropriate mill lgvy that wiil generate $75,750. rf the tax base is $1,010,000 (thetax base with the TIF), then the mill levy will be 75.00 mills (g75,750-l $1,010,000). lfthe tax base is $1,050,000 (the tax base if there were no TIF), then the mill levy will be72;14 mills ($75,750 l$1,050,000)- With the presence of the TlF, the city of Jonesvillewill generate the property tax revenue that they require by settini i-mill levy of 75.00mills. That same 75.00 mill levy. also. geneiates' (and property taxpayers pay) anadditional $3,000 in property taxes that wilfbe distribuied to the TlF.

with the presence of a TlF, to generate the same amount of revenue, localgovernments must set a mill levy at a higher level then if the TIF were not present.Table 5 compares the mill levies for ta-xing lurisoiction. n"."r*"ry to maintain a

in law.lf,!:^,tn" 
ability to adjust mill levies is a factor of the budget process and revenue caps

The impact of the TIF to the state is a reduction in
governments however, the state mill levy of g5 mills
loss.

revenue of $3,800. Unlike local
cannot be increased to offset this

Most taxpayers are probably unaware of any impact of a TIF on their tax bill. There is
no distinction or indication of a TIF impact piinteC on their tax bills. The tax bill for andthe treatment of a taxpayer within the TIF boundary are no different than the tax bill for
and the treatment of a taxpayer in the city but outside the TIF boundary- Both taxpayerspay on the same total mill levy.

The impact of a TIF on a taxpayer is in the amount of mills appfied to their property. As
can be seen in our example, the tax base for the taxing ,lurisdictions woud be higher ifthe TIF were not in place. The tax base would be bi,0s0,000 without the TtF, as
opposed to $1,010,000 with the TlF. In the case for the county, city, and local schools,
if the higher tax base were available, then the mill levies for these liiisoictions would beslightly lower. The mill levies for the county, city, and local schools would be acombined 10'49 mills (3.2%) lower without tne lf. Overall, the total mill levy fortaxpayers would be 2.5% lower without the TlF.
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SUBJECT: FY 2008 Properly Taxes on TIF Increments

This report, as requested, shows the difference in FY 2008 local K-12 school property
taxes levied, Guaranteed Tax Base aid (GTB), and state general fund revenue if taxes
from state and local school mills on the increment of taxable value in Tax Increment
Financing (TlF) districts were allocated to the taxing jurisdictions instead of the TlF.

This paper does not examine TIF district activities or the various reasons for changes in

taxable value within TIF boundaries.

BACKGROUND

The Tax fncrement Financing fl1F) district laws are in sections 7-154282 through 7-15-
4299, MCA.

Tf F districts are a broadly--used and widely accepted development tool utilized across
the nation to provide funding for urlcan renewal (community) development and economic
development by using properly taxes on new property value within the TIF boundaries
to pay for public infrastructure and other improvements within the district. As originally
utilized in urban renewal, TlFs were designed to reverse downward economic and tax
base trends that afflicted targeted areas.

In order for a TIF to be established by the local government under statute, it must meet

certain requirements laid out in the law. In an urban renewal TlF, the most commonly
used TIF which has generally been targeted to "downtown" development, a condition of
"blight," as defined in the statutes, must be found to be present. In the case of a TIFID
(Tax Increment Financing Industrial District), a condition of "infrastructure deficiency"
must be met before the district can be formed. A well laid out legal process must be

followed to form a TlF.



TIF districts have a defined boundary 1$ ca1 exist only for a fixed timeframe' after

which the taxes resurting ftom new taxabre varue deveroped-within the district begin to

be distributed to ail taxing jurisdictioni. That timeframe can be extended under certain

"onOition" 
found in the stliutes, but is finite nonetheless'

\A/hen a TIF is created, a base taxable value for the district is established' The base

taxable value is tne iaiable value of Jesignated property within the TIF district boundary

at the time the TIF is established'

In following years (the life of the district), the-iry1ease in taxable value within the

boundary of the TrFis cailed the tax inci"rn"nt. This incrementartaxabre varue for a TIF

is the amount ny wnicn the cunent vear taxabre varue exceeds the base taxable value.

rf the current yeai taxaute varue is'ress than the base taxabre value, the increment is

zero.

property owners in the TIF pay the tull amount of their regular pPPerylaxes (equal to

the miil revies imposed by a[ taxing i"riroi"ti"ns apptied tJtne fuil taxable value of their

property). faxes on the base taxaOte value are disiributed to taxing iurisdictions levying

mirs _ city and county govemmeni",-."no districts, speciar taxing districts,,"nd the

state. Wth the exception of the uniu"tttt' iystery tevy, taxes bn the incrementaltaxable

value are retained in'the TIF to ne useo for devetopment purposes outlined by law'

Under current |aw (7.154286 (2Xa), McA): the 6.mi||. university system |evy is the on|y

revy distributed to ii" t"ring iuriig'iition oiiri"n estabfished the miil revy, the university

system, rather n,"n io tne itF. Thus the TIF does not obtain the property tax revenue

on tt" incrementalvalue from the 6-mill university levy.

A basic premise of rlF activitv is that the srowth in lT:11 il'::""*?:::'?:::
l"iiiJo"i;l'il; iir'not1-on'pi""lnt to prdvide.the tools and the financial resources

i- r^-.^ht^ .rahra ThiQ i*,ff,]l;ilff,ff #"ffiffii inli-;Uo the increase in taxable varue. rhis is
r:^^:^-^ -^^^irra +ha nrmerfh ih

;'""T[ili5.ffi 'ff !ffi :'i;;;:.-ilf *:g*'-'.*'::Li]""f :Y:"n"**Hi;:
P""J"',iilt;"1'i',i,?iiv,'t",?"?iluv"o u""!", {'gdnl .1h" _q.o11l-l :Y::,:y,1L:*i"",
:""::,H*,"T:iiffi;i{#"T# G;;;I" "iir,,i flF arid the ietention of the tax increment

within the TIF to use as a toolto stimulate the grov'rth'

^*^mnra ar lrn*r rhe nresence of a TIF affects taxing iurisdictions'Fi?n'e 1 shows an example of how the preselcp of a TIF affects ETP#"T:"'::*:r
I Assume a school districi 6"" ditnitlion-in totll.taxable value in ay 2AA7' To raist-

= 920,000, the schooldistrict *uJt'r"nry'io *inr i$t rniltion x 20/1000). This is shown in

I inecotumn labeled "\A/ithout TlF"

-
:a thc schoot district contains a TIF district, and $500,000 of the $1 million
;e the school district contalns a I lr qlsrrrc-t'.arri.Y"?::'.Il"ii.t-^#"';;-

gll"H;iilffi :i,ffi :H:'.'lJ'H'#f"lig1PP.",1f *"^*i:i5t^;""if ;::1?t1%';1Tir schoor district must revy 40 miil;;g"in"!1!..q1-riilion in taxabre varue- The 40 mills

t raises g40,000, with $20,000 ($500,000 Ll'lrOiiOi g"i"J to fit" school district and J
t ;;;;J inl"n hnn rr Antlooo) onino to the TlF. d
I 

'szolooo 
iiboo'boo x 4011000) soins to the rlF'

\-
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Table 1

Example of Property Tax Allocation With and Without a TIF

Without TIF with TtF

Total Taxable Value of the School District
Taxable Value within TIF Boundaries

Taxable Value for the School District
School Mills Necessary to Raise $20,000

Revenue to School District i
Revenue to TIF District

Total Property Tax Revenue

$1,000.000

$1,000,000

$0

$1,000,000

$500,000

X

-0-
000 $20,000

$20,0m

The remainder of this paper examines the difference in revenue and the revenue
allocation if school milt levy property tax revenue on the incremental taxable value in
TlFs were allocated to the taxing jurisdictions, like the university system levy, rather
than to the TlF.

TIFS AND CURRENT K.12 SCHOOL REVENUE AND EXPENDITURES

Table 2 shows the magnitude of K-
12 school-related revenue and the
guaranteed tax base (GTB)
expenditures that are affected by
the allocation of property taxes on
the incrementalvalue to TlFs.

The first row shows the amount of
local property taxes levied for
schools due to TIF districts. Given

Table 2
FY 2008 Difference in Local Property Taxes, GTB,

and the State General Fund Due to TIF Districts

Revenue or Expenditure Difference

Local ProperlyTax Savingsl $ 6,494,426
State GTB Payment Savings $ (448,043)
GeneralFund Revenue Increase $ 2,961,434

school district budgets, the total amount of revenue that each school district must raise
from mill levies is fixed- Mill levies must be set to raise the revenue required by the
school district, taking into account the revenue going to the TlF. Therefore, the amount
of revenue ftom school mills that goes to a TIF is made up through higher mills on all
property in the taxing jurisdiction, including the base value in the TlF.

The second row shows the FY 2008 additional state Guaranteed Tax Base aid (GTB)
payments to school districts due to TIF districts. GTB guarantees a minimum revenue
per mill for property tax levies in all school districts. Because taxes on the incremental
value in TlFs go to the TlF, school districts' revenue per mill is tower in districts with a
TlF. These disticG, therefore, receive larger GTB payments from the state. The
statewide average mills per ANB are higher without TtFs used in catculating GTB, which
changes payments to all schools receiving GTB not just those in TIF areas. The
amount in the second row combines the higher GTB payments to districts with TlFs and
the net of changes to other districts.



The third row shows the amount of revenue raised by the statewide 95 mill school leqy
on the incremental value in TlFs. This amount currently goes to the TlFs rather than to
the state generalfund.

FINANCIAL IMPACT of ALLOCATING SCHOOL MILLS LIKE THE UNIVERSITYir:* MILLS

'fab|e 3, on the next page, shows the difference in local school property taxes by county
and levy type if taxes on the incremental value in TlFs were allocated to school funds
rather than the TlFs. These changes are due to lower mill levies and changes in state
GTB paymenis. lt should be noted that Table 3 does not include the financial impacts
related to the debt service fund. The impacts to the debt fund are not part of the current
schoolfunding model.

The first column shows the difference in property taxes from changes in school district
mills for district general fund budgets. Taxes would be different in almost every county
because GTB payments would change in almost every county.

The second column shows the differene in property taxes from county-wide school
retirement mills. The state pays GTB to support county-wide retirement levies, County-
wide retirement levies would be lower in all counties with a TlF. Some other counties
would have different county-wide rc{irement levies because of changes in GTB.

The third column shovrrs difbrenes in property taxes from county-wide transportation
levies and other budgeted funds that do not receive GTB. Only counties with a TIF
would have lower mills for these funds.

The statewide total for this difference in property taxes is the same as the total on the
first line of Table 2.
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FISCAL SUMMARY

Expendifures:
General Fund

Revenue:
General Fund

Net Impact-General Fund Balance:

HB01l4.0l.docx
lUZ6tZ0r'l

Fr2016
Differencq

Fy 2017
Differengg

Fy 2018
Diffcrcnce

$0

$0

--$6.-

Fy 2019

Difference

$0

$0

s0

$0

$0

$0

$0$0$0

Descriution of liscal imnact: I{B 114 clarifies how tax inerwent remitteces to school disuicts are to be

utilized" This bill has no slate fiscal impact.

FISCAL ANALYSIS

Assumptions:
1. fm ll4allowsaschool disticttodepositany portion of the tax increment remittance received into the

general fund, bus depreciation reserve firnd, debt service fiind, building reserve fund or technoiogy
acquisition and depreciation firnd. These funds are all school distict budgeted furtds so depositing the tax- 
increment rennitfance into one of these fi.rnds should reduce local property tanes.

2. If a tac incre,rnent renfiittaas€ was deposited into the district general fund, the dislrict could potentially
reduce the amount of guaranked tuc base aid{ffIB}teceived by the dishict from the state. However, given
that a dishict has options as to u'hich firnd to deposit the ta:r insement rernithnce, a disbict is unlikely to
choose an option that rvill eause the dishict to receive less GTB state aid.
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imer: Not all fields are currently maintained. The
notify the Appraisal/Assessment Office of any inaccuracies.

irl:ielt t,:r iie*r:q:ii Fr-.r"xa flgl! Gfigi: !)1't3i!

Owner Information

Owner information is supplied by the Montana Department of Revenue. To

request updates to addresses or other ownership information, please contact the DOR office at

396-4000. Records for the current year will not be updated after tax bills have been sent out, so

changes requested after you receive your bill will appear only on next year's records.

Tax ID: D06449
Primary Parfy
Primary OwnerName:

2016 Mailing Address:

Properly Address:
Township:

Certificate of Survey:
Full Legal:
GeoCode:

Property Assessment Information
Levy Disfict: LOCKWOOD AREA
Levy District: STATE MANDATED LEVY
Assessed Value Summary

Assessed Land Value: $ 789,530.00

Assessed Building(s) Value : $ 3,972,170.00

Total Assessed Value : S 4,"161,700.00

Assessed Value Detail Tax Year: 2015

Class Code Amount

2107 - Commercial Tract Land: $ 789,530.00

3307 - Improvements on Commercial Tract Land: $ 0.00

3808 - 2nd Year New Mustry Improvenneds (Strlo) l5-2+140I = $ 3,972,170.00

Total: $ 4,761,700.00

G2 PROPERTIES LLC

G2 PROPERTIES LLC
455 HIGHWAY 195, STE A
GEORGETOWN, TX 78633
3255 N FRONTAGE RD
01 N Range: 27 E Section: 20
3376 Parcel: 1

s20, T01 N, R27 E, C.O.S. 3376, PARCEL 1, (09)

03 - I 034-20-2- 1 I -04-0000
(May not workfor some newer properties')

values shown for the given tax year are for taxation purposes only. They are supplied by the

artment of Revenue. ior questions about these values, please contact the Montana Department of

evenue, Appraisal/Assessment Office at 406-896-4000.
Rural SID Payoff Information



Montana Code Annotated 2gI5
Frerrian* $diqn Me.e 0ffiade Fat ffis*s Eaasfr ['hlp t&rt See{ion

15-24-1401. Definitions. The following definitions apply to
requires otherwise:

(l) "Expansion" means that the industry has added after July l, lg87,at least $50,000 worth of
qualifring improvements or modernized processes to its property within the same jurisdiction either
in the first tax year in which the benefits provided for in - r_,_:__,, are to be received or in the
preceding tax year.

(2) "Industry" includes but is not limited to a firm that:
(a) engages in the mechanical or chemical transformation of materials or substances into products

in the manner defined as manufacturing in the North American Industry Classification Systern
Manual prepared by the united states offrce of management and budget;

(b) engages in the extraction or harvesting of minerals, ore, or forestry products;
(c) engages in the processing of Montana raw materials such as minerals, ore, agricultural

products, and forestry products;
(d) engages in the transportation, warehousing, or distribution of commercial products or materials

ff 5A% or more of the industry's gross sales or receipts are earned from outside the state;
(e) earns 50o/o or more of its annual gross income from out-of-state sales; or
(f) engages in the production of electrical energy in an amount of I megawatt or more by means of

an alternative renewable energy source as defined in
(3) "New" means that the frm is new to the jurisdiction approving the resolution provided for in

, .---,--.'i=(2) and has invested after July l, 1987, at least $125,000 worth of quali$ing
improvements or modernized processes in the jurisdiction either in the first taryear in which the
benefits provided for in ., -:-r,, are to be received or in the preceding tax yiar. New industry does
not include properly treated as new industrial property under

(4) "Qualifuing" means meeting all the terms, conditions, and requirements for arcdaction,b"
ta:rable value uder , -'-- -,- . , 

= 
and this section.

History: En. Sec.2,Ch.564,L. 1981; amd. Sec. 1,Ch.574, L. 1987; amd. Sec. 2,Ch.6g4.L. l99l: amd. Sec. 29.Ch.
51, L. 1999; amd. Sec. '1,Ch.591,L.2001; amd. Sec. 2,Ch.405.L.2003.

nctrC {y ilafim lrgefirilil Snhrr

unless the context
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The Impact of Tax Inctement Fiaancing Reform on School District Sglding

This paper is intended to help school district treasurers and taxpayers when debating
the merits of TIF incentive districts and other economic development agreements. First,
rhis paper attempts to help identi$' agreements impacted by recent reforms. Secondiy,
reporting requirements are described in relation to education firnding. In conclusion,
examples of the impact of TIF incendve districts and othet .o-p.t otion agreemenrs on
formula aid are provided. Examples are provided for a typical formula distril with a PILOT,
a formuia district where the PILOT attempts to make-up for lost revenue, and a guarantee
district.

Inttoduction
Tax increment financing (IT$ districts are economic inceotive tools for local

govefflments rvhich allow future taxes generated from increases in value due to reappraisals
and ftom nerv development to fund related inftastrucnrre and public improveme"tr- A fff'
agreement gmnts a ProPerty tax exemption to incremental increases in the valuation of
designated parcels. Value and tax liability increase as property is improved; the difference
between property values before and after impro'ement t tn exempt iocrement.

Orxmers of exempt ProPert)' generally provide service p"yr.r.rrt, equal to ta-xes which
otlers/ise wouid have been due on the exempted improrrem"otr. S.*i.e payments fund
infrastructure and public improvements. As a result, TIF districts create a-flow of rer.enue
to the local govemment that granted the tax exemption. The local government then applies
the senice pa)rnent to rhe agreed upon improvements.

TIF districts reduce school district tax re\renue and impact stare education aid.
School district approval is required for the creation of some tTp di.t i.ts and school districts
are fypically comPensated to offset reduced tax revenues- Such compensation, prior to
enactrnent of HB 66 in 2005, was not considered local revenue when calcuiating sate
education aid (more precisely, the values undertying such compensation *o. ,rot counted as
part of the district's local revenue-raising capacity). The 2006-07 biennir::rr budget and
subsequent budget cotrections bill House Bills 66 and 530, altered the school fiIndi.,q 62r.-
cost formula to partially account for compensadon pavments to school districts- The"
adjusted computation for the local contribution to school fu"dirg the local charge-of{ is
now a more accurate reflection of school districtlocalrevenue-raising capacir.v.

Project TIFs
The most common type of TIF ia Ohio is a project, or parcel, TIF. TIF agreements

are dedarations that private improvements to real property 
^r. 

fo, a public pn1po..-. 
^rrdtelated incteases in value are ta-x exempt. For project TTFs, there is a firrthei reit i.tiorr,

namely that the public inftastructure improvements must directly benefit the exempted
parcels- Municipatities mee' ng certain econornic criteda may also exer11pt increasei in
residentiai value in a project TIF. Project TIF agteements firnd infrastrucnrre improvements
which directly benefit the exempted impror.ement. Inftastructure improvementstclude
qublic roads and highways, rvater and sewer lines, environmentd t.rredi"tion, and
demolition. Ianrd acquisition in aid of industry, cotrrnerce, distribution, or research also
qualifies as in&astructure irnprovement. Project TfFs are ceated by municipalities,
townships, and counries as authodzed by ohio Revised Code sections 5709.4018;,
5709.73@), and 5709.78(A). Polaris Fashion Place in Coh:mbus is an example oi" proiecr
TTF where service payments wete utilized to improve highway interchanges, ro"d .*^trnriorrs,
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KevinNelson
P.O. Box 23107
Billings MT 59104

Dear Mr. Nelson,

I received your letter dated December 28,2015. I remember your comments from the
September 23'o School Funding Interim Commission. From those comments, I
understand that you have a long-standing concern about abatement of taxes as a method
of encouraging the e4pansion of existing businesses or as a way to bring new businesses
to Billings. This is not a subject that the Sehool Frmding Interim &mmission will be
discussing- Our charge is to look at whether the state's forrnula for funding public
schools provides an equal opporrunity for a quality basic education for all Montana's
children.

The issues that concern. you are in the purview of the Deparfinent of Revenue. If you
have still not heard from Ms. Michele Crepeau, please let me knou' and I wilt try to
ensure that someone who is knowledgeable about TIFF issues responds to you.

Thank you for wdtin_s.

Yours tmly,

, 11 -*' z'4 l'ig.,z)1tt//4i tt-r*r'
/

Rep. KatkyKelker

Rep. Kadty Kelker- House District 47 - Rcp.ltatlrt.kclkcrr?rntlsov - P.O. Box 2030t - Billings, MT 59102 - 40ff98-5610


